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WEDNESDAY, MARCH 28, 1951 


Unitep States SENATE, 
THe CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met, pursuant to call, at 10 a. m., room F-37, the 
Capitol, Hon. Carl Hayden presiding. 
Present: Senators Hayden, Ellender, McClellan, Bridges, Wherry, 
Ferguson, Cordon, and Thye. 


FUNDS APPROPRIATED TO THE PRESIDENT 
\XPENSES-OF DEFENSE PRODUCTION 
ADDITIONAL AMOUNT REQUESTED 


Senator Haypen. The committee will be in order. 

We have before us this morning the budget estimate submitted 
in House Document No. 69 on March 1, 1951, the substance of which 
is as follows: 


For an additional amount for ‘‘ Expenses for defense production’’, $51 million : 
Provided, That appropriations under this head for the fiscal year 1951 shall be 
available for rentals of buildings or parts thereof in the District of Columbia and 
elsewhere, including repairs, alterations, and improvements necessary forthe 
proper use by the ee without regard to section 322 of the Act of June 
30, 19032,. as amended (40 U. C. 278a):-Pxouided further, That the aggregate 
of borrowings from the ances pursuant to section 304 (b) of the Defense 
Production Act of 1950 which may be outstanding at any one time is increased 
from ‘‘$600,000,000”’ to ‘‘$1,600,000,000’’. 


The printed budget request further states: 


The above-mentioned law has the objective of providing the President with 
authority to divert materials and facilities from civilian use to military and related 
purposes to expand productive facilities, to stabilize prices and wages, to provide 
for the settlement of labor disputes affecting national defense, and to regulate 
consumer and real-estate credit. 

Public Law 843, Eighty-first Congress, approved September 27, 1950, appro- 
priated to the President’ the sum of $30,000,000 for the initiation of the defense- 
production program. Staffing is proceeding rapidly in the agencies charged with 
economic stabilization and production control, and allocations have been made 
to the several departments and agencies administering the authorities delegated 
by the President under the Defense Production Act of 1950, with the result that 
the funds presently available will be sufficient only to finance these activities 
through March 31, 1951. 

On the basis of the best estimates now available, an additional amount of 
$51,000,000 will be needed for the last 3 months of the current fiscal year for the 
agencies listed below, together with such other agencies as will be ‘required to 
participate in the administration of the Defense Production Act: 

Defense Production Administration 
Defense Transport Administration 
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Department of Agriculture 
Department of Commerce 
Department of the Interior 
Department of Justice 
Department of Labor 
Economic Stabilization Agency 
Federal Security Agency 
General Services Administration 
Housing and Home Finance Agency 

Each of the foregoing agencies will participate in presenting this estimate and 
explaining the details thereof to the Congress. 

While the Bureau of the Budget has made a thorough review of the available 
information regarding the probable requirements of the respective agencies, the 
rapidly changing character of activities and requirements in these fields has made 
it very difficult to identify with accuracy the specific needs which will confront the 
agencies in the remaining months of this fiscal year. It is believed that a lump- 
sum appropriation to the President is the most effective method for meeting this 
type of situation from the viewpoint of controlling expenses. 

Title III of the Defense Production Act of 1950 authorizes certain agencies, 
with the approval of the President, to borrow from the Treasury of the United 
States sums of money, not to exceed $600,000,000 at any one time, to carry out the 
functions authorized by the above-mentioned title relating to the expansion of 
productive capacity and supply. In addition, the act authorizes to be appro- 
priated for these purposes not in excess of $1,400,000,000. Under this authority, 
certain agencies may enter into direct loans, purchase agreements, loan guaranties, 
and equipment and facilities installations. A substantial amount has already 
been borrowed against the limitation and, on the basis of the best information 
currently available, it is estimated that an increase in the limitation to a total of 
$1,600,000,000 will be required for the remainder of this fiscal year in order to 
permit the responsible agencies to proceed expeditiously to accomplish the purposes 
of title III. A provision to increase.the borrowing authorization is contained in 
the proposed text of appropriation language accompanying this estimate, 


DEFENSE PRODUCTION ADMINISTRATION 
Orrice oF DEFENSE MOBILIZATION 


STATEMENTS OF CHARLES E. WILSON, DIRECTOR ; HERBERT BERG- 
SON, GENERAL COUNSEL; AND H. G. WILDE, ASSISTANT TO 
THE ADMINISTRATOR 


AUTHORIZATION 


Senator HaypEen. Mr. Wilson, as Director of the Office of Defense 
Mobilization, we will be very pleased to hear from you in support of 
this budget estimate. 

Mr. Witson. Thank you, Senator. 

I have a prepared statement which I would like to lay before you, 
sir. 

Mr. Chairman and members of.the Committee, I am appearing here 
today to discuss briefly the supplemental appropriation for the defense 
mobilization program. The submission requests 1 billion dollars in 
borrowing authority to carry out the functions authorized by title III 
of the Defense Production Act relating to the expansion of productive 
capacity and supply, and 51 million dollars in appropriations to 
finance the defense production agencies during the last quarter of the 
current fiscal year. 

Title Ill of the act permits direct loans, purchase agreements, 
guaranty of loans made by private and public financing institutions, 
and the installation of equipment and facilities to further the mobili- 
zation effort. 
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In order to carry out these programs the Defense Production Act 
provided 600 million dollars and authorized an appropriation of an 
additional 1 billion 400 million dollars. 


NEED FOK INCREASE IN BORSOWING AUTHORITY 


On the basis of the information presently available, 1 billion dollars 
of the additional authorization will be required for the remainder of 
this fiscal year to accomplish these purposes. This sum will cover the 
gross contingent liability for programs about to be undertaken and 
will allow an additional sum for a limited number of production pro- 
grams within the next 3 months, 

As you know, I have previously referred to our economy as ‘‘capacity 
unlimited.’’ With the aids contained in the Defense Production Act, 
such as those relating to the expansion of capacity and supply, I believe 
that within 3 years we will be able to achieve a potential military and 
economic strength heretofore unheard of. 


PRODUCTION PROGRESS 


F By 1953 we will, if necessary, be able to fight an all-out war from 
the production lines and at the same time supply more goods for the 
civilian economy. 

In attaining this long-range goal, we have divided the mobilization 
effort into two broad programs. One is the production program and 
the other relates to the stabilization of our economy. The production 
program is well under way, and real progress is being made in procuring 
needed military equipment. 

We have been guiding the mobilization effort through the contract 
stage and into the production phase as quickly as possible. 


OBLIGATIONS TO DATE 


Since January approximately 12% billion dollars has been obligated 
for military procurement, and during the 9-month period since Korea 
we have obligated 23 billion dollars. 

This, of course, does not mean that the tanks, guns, and airplanes 
are rolling off the production lines at that rate. 

Senator Ferauson. Of the amount obligated, within what average 
period will it be spent? 

Mr. Wiuson. I think the average time the material will roll off the 
production lines would be 6 to 9 months after obligations, and then, 
of course, would flow slowly at first. 

Senator Ferauson. I was trying to get an average. 

Mr. Wiison. I would think the average would be somewhere 
around 9 months. The soft goods would roll fast; the hard goods 
would roll at a slower rate. I think it is fair to say that the real 
bulk of the production under this obligation of 23 billion dollars 
probably will be longer than that, because some big part of it will 
require the building of new plants and the attaining of new machinery. 

I am thinking of a block of nearly 10 percent of it, taking the 
electronics field, having a lead time of something like 6 to 9 months 
for engineering. In the electronics field what they are proposing to 
use requires a tremendous engineering lead factor. 
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Senator Corpon. When you use the term ‘engineering lead factor,”’ 
you mean the designing of the equipment which is with respect to the 
engineering factors will take that time? 

Mr. Witson. The actual designing of the equipment, as some of 
the items are a little more than a gleam in the scientists’ eyes. For 
example, what they are demanding in the electronics field on account 
of the new speed of airplanes, for the guidance of those planes, and 
for the detection of the enemy planes. 

It all has to be done electronically now, rather than mechanically 
as heretofore. I think that is a tremendous job, and we have to lean 
on a group of scientists and engineers to produce. Therefore, I think 
the lead time is going to be pretty long. 

Senator Corvon. It also follows that the money to be expended in 
that field is still more or less of an estimate; does it not? 

Mr. Witson. To some degree. I do not think you can deny that. 

Senator Corpon. In other words, when the engineers start working 
out their designs they are going to modify them and in some instances 
start anew, and so your dollar figure is the best guess that you can 
make at the minute as to the ultimate amount of expenditure in that 
field within the period that you have in mind? 

Mr. Witson. I would think that is so. I do not see how it!can be 
otherwise. 

Senator Ferauson. There are also some of them that may never 
go in production because they are not feasible? 

Mr. Witson. That is right. In that case you would have to fall 
back on combinations of electronic and mechanical devices and devise 
something else. 


ORIGINAL ESTIMATE FOR SUPPLEMENTAL REQUEST 


Senator Fercuson. I note in the budget there was about ten mil- 
lion dollars for this and then it is up to fifty-one million dollars. 

Mr. Witson. The fifty-one million dollars is for the cost of adminis- 
tration of all these newly created departments or expanded depart- 
ments. 

Senator Ferauson. But they estimated originally in the budget 
for fiscal year 1952, it would cost about ten million dollars; on page 
67 (reading): 

An additional supplemental ten million dollars will be needed in 1951. 


Now, you come in today and ask for fifty-one million dollars in 1951. 

Mr. Wixson. I do not know very much about the background of 
the ten million dollars, Senator, but I know this: that figure was put 
together and it did not contemplate the price-control or wage-control 
organization which had to be thrown together in a great hurry when 
it was determined to put on price ceilings and wage ceilings. 


INFLUX OF PERSONNEL BEFORE EMERGENCY AGENCIES START 
FUNCTIONING 


Senator Frercuson. I am just wondering why they put so many 
people in these departments before they actually get them function- 
ing. This manpower thing is something you know we worked on 
during the last war when we were down in Texas at one time. You 
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did a good job. I want to say that. You saved many men down 
there from just being wasted. 

Here, again, we seem to have this same situation. We must keep 
the mushroom from growing before you need it. 

Mr. Wiuson. On price control, and that is where we have increased 
the organization the fastest, I do not believe we have a big enough 
organization yet to do the job. It is a very complex job when you 
start to control the prices in the thousands and thousands of communi- 
ties and various kinds of businesses and retail shops. I would not 
think that we, today, have the organization that we need to do an 
effective job. 

Senator Frrauson. But after you get this great mass of people, 
are you not going to find that it is impossible to do it with that many 
people? They are working for each other. They are creating work 
for each other. 


RECRUITMENT OF EXPERTS FOR CONTROLS PROGRAM 


Mr. Wi1son. In price control I do not think you can run it equitably 
unless you gather more facts and deal with facts, instead of opinions, 
when you start setting prices. I do not know any other way to get 
it done and to get people who understand and are expert in the lines 
of price determination. 

Senator Ferauson. Are they getting those kinds of men? Are 
there not few of those men? Do they not have to do it on a smaller 
basis? 

Mr. Witson. They are getting a great many of them rather 
economically because industry and others have given us these men 
in some cases on a pretty cheap basis, even as low as a dollar a year. 

As a matter of fact, the thing was so serious I had to make a 
personal appeal to industry and commerce and other organizations 
to give us a great number of experts as the nucleus for this price- 
control organization. I remember I sent out one letter urging 
would say, 50 companies around the country, in the right public 
spirit, to just give us 5 or 10 experts. We have men working as a 
result of that. Some companies gave us as many as 10 in a variety 
of classifications and, in many cases, only charged us $1 a year. 

Senator Fercuson. I appreciate the job you have done on that 
part of it. I think that is the only way you could do it, otherwise 
you are going to have people who have no knowledge of the subject 
and who are going to take years to try to acquire it. 

Mr. Witson. That is right. I do not think yet they have an 
organization large enough to cover the field thoroughly. 

1 would like to make this clear; From the time we came down here 
the aim has been, as far as the Defense Mobilization Office is concerned, 
not to make new organizations too large. Actually, we have only insti- 
tuted one new organization, and that is the Defense Production 
Authority. That is the only new organization that we brought into 
being. That was only for the purpose of coordinating the mobiliza- 
tion efforts of all the other organizations. But rather we have de- 
pended upon the existing gov ernmental agencies to do this job. 

Senator Ferauson. They are going to expand greatly if you add 
fifty-one million dollars for the next 3 months. 











6 THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


Mr. Wixson. The expansion in many of them has already taken 
place. That amount of money I am told is necessary to pay the bill 
for the expansion that has been made, but, of course, the Defense 
Production Agency, under Mr. Harrison, has a certain number of 
people and I do not know how many people it has. Mr. Bergson, do 
you remember? 

Mr. Bereson. They are only asking for ten million dollars for the 
entire organization. 

Mr. Wixson. That is a new organization and that is 20 percent of 
the fifty-one million dollars. 

Mr. Berason. That, together with NPA. 

Mr. Witson. NPA has expanded and would have to expand more. 

For example, if we had to put in, as we may, a control-materials 
plan on the account of the shortage of steel, aluminum, and copper in 
order to insure the end item, defense production, that will require 
right off the reel at least 5,000 ‘people. I do not mean all in Washing- 
ton, but around the country. It would take 5,000 people to operate a 
control-materials plan based on our experience in the last war when 
we had many, many more than that. 


DEPENDENCY ON PERMANENT AGENCIES FOR EMERGENCY ASSISTANCE 


Senator Haypen. I would Jike to inquire in comparison with the 
organization that was set up during the last war, what do you propose 
to do? 

Mr. Wizson. It will be less than half, because we are depending on 
the rest of the existing Government organizations. Last time we had 
the War Production Board. My recollection is that the War Pro- 
duction Board alone last time got up to 26,000 people. 

Mr. Harrison’s organization, the Department of Commerce, and 
the NPA, that part of it which has to do with this defense mobilization 
job, probably is about 25 percent of what we had in World War II. 

Senator Corpon. You really have not begun yet, have you? 

Mr. Wiuzson. No, sir; but I do not see why it should grow to any 
such proportions as before. 

Senator }[aypEN. There is a good reason for that. In the first 
place, we are not in an actual war. In the second place, you expect 
to build up over a period of time. 

Mr. Witson. That is right, sir. 

There is another reason. If we follow out the present plan and 
try to maintain a very substantial civilian economy in order that we 
may pay for this defense effort as we go along, the end item, production 
for war, would only be approximately 20 percent of gross national 
output. We should not need an organization comparable with the 
one we had when we were producing almost 50 percent for war. 

When you go to get 20 percent, once you begin to put in controls, 
it takes a disproportionate number of people. Even when it is only 
20 percent, because you have to go through all the motions and gather 
all the statistics, and so forth. 


CONTROL OF METALS 


Senator Corpon. Your real difficulty and your metals control does. 


not lie in control of metals so much as it does in allocation? 
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Mr. Wixson. That is right, Senator. The best way to control 
metals is to get enough metal to go around and then you can forget 
the controls. That is what we are striving for. If we had only started 
a little earlier and had these metals flowing now in the volume that 
the economy really needs, we could cut out a lot of this control business, 
We would be so much better off. We are not ready with the new 
metal production. 

Therefore, you have just got to institute the controls in order to 
insure the production of the militar vy items on time. 


PURPOSE OF BILLION DOLLAR INCREASE IN BORROWING AUTHORITY 


Senator McCievian. Mr. Chairman, I note here you are asking 
for one billion dollars of the additional authorization for the remainder 
of this fiscal year to accomplish these purposes. What is that one 
billion dollars to be spent for between now and June 30? I would 
like some breakdown on that. 

Mr. Wiison. The exact breakdown I understand General Harrison 
is going to appear before you and present, and he is prepared to tell 
you item by item what makes up the one billion dollars. 

Senator McC.exvan. Is that a complete loss to the Government, 
or loaned to industry? 

Mr. Wixtson. No; it is not a complete loss. 

Senator Corpon. Neither will it be spent between now and June 30? 

Mr. Witson. No. It will be obligated. It may never be spent. 

Senator Corpon. That represents a contingent liability? 

Mr. Witson. That is right. 

Mr. Berason. That is right. It is an authority to borrow from 
the Treasury; authority to add to the public debt and make loans, or 
to make purchases for resale. The one billion dollars may never actu- 
ally be spent. 

Senator McCLe.uan. For instance, if a plant wants to expand and 
you are urging it, and it costs twenty-five million dollars for it to make 
that expansion and it is probably not prepared financially to do so, 
is that what this money is used for, partly? 

Mr. Brrason. It could be used for that in a variety of ways, 
Senator. It could be used as a loan to the plant. 

Senator McC.LeLian. You mean you would loan them that? 

Mr. Brereson. Yes; and they would be under obligation to pay it 
back in a certain period of time, whatever period of time is provided 
in the contract. 


AMORTIZATION OF NEW DEFENSE PRODUCTION FACILITIES 


Senator McCuieiian. Along with that loan you grant them a 5- 
year amortization? 

Mr. Berason. You may or you may not. The chances are you 
would. 

Mr. Wiison. For at least a part of it. 

Senator McC.e.ian. In other words, we are financing them to 
make the expansion and then we are letting them pay for it in taxes 
in 5 years’ time? 

Mr. Beroson. We are not financing them to make the expansion 
in all cases. 

Senator McC.ietuan. I am taking a case where it might happen 
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Mr. Berason. There are cases there where this money would be 
used to grant a loan to a company that had maybe 100-percent 
amortization. 

Senator McCrietiuan. You hear a lot about subsidization. I 
am not condemning the plan. I am just trying to understand it. 

It seems to me that is a way of subsidizing a lot. of capital gains 
that will be retained by the owner of the plant in 5 years’ time. 

Mr. Bereson. There are several other considerations, I think, 
that you have to bear in mind. When a tax-amortization certificate 
is granted, and when a Government loan is made to a company that 
wants to make an expansion of this kind, a determination has to be 
made first that it is a defense facility. 

Senator McCie.ian. I understand. 

Mr. Brereson. We are granting tax amortization because we need 
expansion, and need it now. We might well not get it if we did not 
do it that way. If it turns out that our guess is wrong, and it has to 
be an educated guess as to what the utility of the plant is going to 
be after the 5-year period and if that plant is a productive plant, after 
the 100-percent cost has been written off, a large ameunt will then be 
recaptured in taxes. They will have no depreciation allowance during 
the following period. 

The taxes will probably not be as high then. We hope they will not 
be as high as they are now. We hope that there will not be an excess 
profits tax. The amount, if it is a successfully operated plant, that 
the Government would lose over the entire normal period of amorti- 
zation is a lot smaller than most people seem to think. 

If it has no peacetime utility and it turns out it is a dud during 
peacetime, then it is a good thing they did get the 100 percent amorti- 
zation, and it is a good ‘thing they got the loan. 

The Government will bave been repaid and they will have an 
obsolete plant on their hands. 


In the meantime, we will have had the production needed during 
the defense effort. 


OBLIGATION OF FUNDS FOR DEFENSE PRODUCTION FACILITIES 


Senator McCuie.tian. Do I understand most of this one billion 
dollars is already committed? 

Mr. Berason. Not that I know of. We had six hundred million 
dollars authorization under the original request. All of the details 
on this are in General Harrison’s office. He is going to be here before 
the committee and will give you all the details. 

Mr. Wixson. Senator, I would like to make clear ail of the cases 
of 5-year amortization of the defense plants we are urging industry 
to provide are not on a 100 percent amortization basis. I happen to 
know of one item that is a part of the one billion dollars we have set 
at another percent amortization which is very little more than normal 
in that particular industry, yet it is tremendously important to the 
Government, to the mobilization program, that that imdustry be 
persuaded to increase its output by 90 percent. We absolutely must 
have their production increased by 90 percent if we are to meet the 
military demands. 

Senator McCLetuan. I can appreciate maybe we have got to do 
these things, but at the same time I can also see it is an invitation to 
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people in business who want to expand. They are going to come in 
here and seek to take advantage of this. It is going to take a lot of 
statesmanship to prevent the Government from being imposed upon. 
Mr. Wixson. They have to be serutinized and all the conditions 
weighed in each particular industry with a knowledge of the industry’s 
potentials and everything else before it is done. It is a terrific job. 
I do not mind telling you I believe we will make mistakes. | am 
quite sure we will. We are going to keep them to the minimum. 
Senator McCLe.uian. I do see in it the need for the utmost caution. 


EXTENT OF TAX AMORTIZATION 


Mr. Berason. May I add one more observation? 

As of the information that we had 10 days ago, there were only 
three tax-amortization certificates that were backed up by direct 
Government loans and all of the rest of the tax-amortization expansion 
has been done by private financing. 

But there has been some Government guaranty of loans. Of this 
type of money that is asked for here, the Defense Production Act 
authorization, I understand, there have only been three direct loans 
for plant expansion. 

Senator McCLetian. A company that is able to finance its own 
expansion may be without any loan if it can get this 5-year amortiza- 
tion. Why, there is an incentive to take advantage of it and go on 
and build. The Government pays for it in taxes within 5 years. 

Mr. Berason. That is a greater risk I suppose and they want to 
eliminate that tax risk. There is a risk by overexpansion and they 
want to eliminate that risk as much as possible, and I think probably 
that is pretty sound business judgment. 

Senator Corpon. The question is whether it is sound governmental 
financing. 

Mr. Bercson. Let me carry it on, please. If there is a bad guess 
on it and if the plant should have peacetime utility, you recover that 
in the future when a company has lost its capital base, as it were, for 
tax purposes. 

Senator McCuietian. In other words, it can charge off nothing for 
depreciation and you collect more taxes? 

Mr. Witson. That is right. 

Mr. Berason. | have worked out a chart just in my own study of 
this. If you give a company 80-percent tax amortization it has to 
make a 20-percent return for the amortization to be worth anything 
to them. If you take a new plant and they do not make 20 percent 
profit, their tax amortization is not worth anything to them because 
they have not got the money to charge the amortization against. 

But if they make the 20-percent return, not for the 5 years it is antici- 
pated, but they make a 20-percent return during the formal period of 
the depreciation of the plant after the 5 years—— 

Senator McCuie.tian. Which would be about 7 years. 

Mr. Berason. It may be 7 in some instances and 12 and 15 in others. 
The net tax loss to the Government, assuming a tax rate of 50 per- 
cent without any excess-profits tax, but assuming just a normal cor- 
porate tax of 50 percent during that: preceding period in dollars. and 
cents to the Government, is about 10 percent. 
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Senator McCuevuan. In other words, over that period of the 
remaining life of the plant, during which period they would have been 
permitted to charge off—— 

Mr. Brereson. During the entire period the net loss in taxes to 
the Government is about 10 percent. 

Senator McCieuan. In other words, if the normal life of the 
plant is 20 years and you let them charge off the depreciation for 
the first 5, then for the next 15 years they have no depreciation and, 
therefore, the Government recoups in taxes what it lost during the 
5-year period up to 90 percent? 

‘Mr. Berason. That is assuming a tax rate of 50 percent. If the 
tax rate were higher, the 10 percent would shrink. It well may be if 
the tax remains at 60 or 65 percent the Government might make a 
profit and the company might lose. 

Senator Ferauson. The whole question is dependent upon what 
will be the tax rate in the future. 

Mr. Wiison. And how badly does the Government need it now 
for its defense. 

Senator McCLe.tian. Also, how successful the business will be in 
the future and after this 5-year period. 

Mr. Bereson. If it is unsuccessful and if they made this expansion 
for the benefit of the country now so that we can have a mobilization 
program, plus a normal economy, it is only fair they should have been 
permitted that. 

Senator Fercuson. It may be profit. Suppose the company does 
not continue; People may have paid out money in salaries and used 
it as a profit. 

Senator McC.uetxan. I do not see the plant would have any value 
if they do not continue. 

Senator Ferauson. In many cases they are borrowing the money 
from the Government? 

Mr. Witson. Three out of all of these. In most cases they are 
borrowing it from private institutions. 

Senator Corpon. The loan is one thing and the amortization is 
another. 

Senator McCietian. Mr. Chairman, I do not mean to consume 
too much time. I was trying to get a better understanding of this. 


DIRECT LOANS, GUARANTY OF LOANS, AND PURCHASE AGREEMENTS 


Senator Corvon. The last paragraph on the first page of your 
statement, Mr. Wilson, reads: 

Title III of the act permits direct loans, purchase agreements, guaranty of 
loans made by plant and public financing institutions, and the installation of 
equipment and facilities, 

Will there be someone before the committee who can advise us as 
to the policy of the Government with respect to the extent to which 
it is going into the direct-loan road or into the purchase-agreement 
road, or into the guaranty-of-loans road? They are separate and, to 
some extent, I think, the policy of the Government can direct the 
activity into these different lines. 

I would like to know what the thinking of the Government is and 
what its policy is, whether it prefers a direct loan or prefers the 
equivalent of a firm commitment for future purchases, which in itself 
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would be collateral that could be usable in getting private money, 
or the guaranty of loans? 

Mr. Wiuson. Mr. Harrison will be able to enunciate the policy 
on that. 

Senator Haypen. Please continue with your statement, Mr. Wilson. 

Mr. Wiuson. Having placed these contracts, we are now at the 
state where, with the cooperation of industry and labor, we can 
expect to see continually increasing supplies of military equipment 
coming off the production lines. 


INCREASED COST IN MILITARY PROCUREMENT 


It costs a great deal of money to produce the military potential 
which will prevent attack and attain enduring peace. Modern 
military equipment is more complex, and more costly than that of 
the last war. In 1943 a B—17 cost $200,000, and today the new B—36 
costs $3,600,000 and requires many more strategic materials. 

Senator Frrcuson. Are these prices on this equipment going up 
unreasonably? We hear how machine tools have increased ‘by le ‘APs 
and bounds. It seems that everything that the Government is 
wanting to buy is just beyond the imagination, really. 

Mr. Wiuson. I think they are going up very high. 

For example, a pair of shoes for the Army in the last 6 months has 
pretty nearly doubled. Hides have gone up; therefore the leather 
that the shoe manufacturer needs has gone way up. Labor has gone 
up and the supplier is charging more. 

Woolen goods, on account of the terrific rise in the cost of wool for 
uniforms, has gone up terrifically. 

Senator Fercuson. Is the Government trying to protect itself when 
it is buying? I realize that the answer by some people is to fix prices. 
That, to me, does not appear to be the answer. Is the Government 
attempting, when it buys, to buy in a way similar to what an industry 
would do when it buys, a private industry? I mean by not going in 
and ordering 14,000,000 gas masks all at on¢e, and then thesé people 
go out and buy the rubber and try to get allocation for many people, 
many more than even the 14,000,000. 

You find it in shoes also. I do not know how many shoes you were 
ordering, that it was way up in the millions. Is there not some way 
that you can protect yourself in your buying? 

Mr. Witson. I think you need improv ements in buying, Senator. 
It is a colossal thing when you obligate billions of dollars and try to 
reach an end production of these things and begin to stockpile them in 
the case of an emergency that may overwhelm you if you have not got 
the material. Maybe it is the price of security; I don’t know. 

Senator Fereuson. Take the aluminum, where you are saying, in 
effect, to the new people that are setting up the industry, ‘“‘Well, we 
will take your production for the next 5 years no matter what hap- 
pens.”’ 

Mr. Wiison. There are ways out. 

Senator Ferauson. I would like to know the ways out. 

Mr. Witson. In some of the cases, that is. It is said, “We will 
take a certain amount of aluminum if you will go ahead and provide 
the plants and we will take it at a price.” 
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Senator Ferauson. Coming back to this proposition, and I have 
talked this over with you, but it appears to me that somehow we have 
got to get the public to understand we are not going into full mobiliza- 
tion because that is what is putting these prices up, an idea they are 
going to be on war orders the rest of their natural lives. 

This is the time that they can get these prices. 

Mr. Wixson. I could not agree with you more on that. I am 
afraid that I have even overstepped in a radio talk, just using that as 
a jumping-off place, when about a month ago I disclosed to a degree, 
it seems to me, to the people this was a program of maybe 3 years, 
looking ahead only 3 years. At the end of 3 years we ought to be 
able to be strong militarily. We have everything we need to fight 
an all-out war from that point on; we could maintain the service of 
supply for that war from the production lines of America; that the 
production lines were being established and so that we could greatly 
increase and accelerate the outpouring of the military end items, but 
we are not going to operate at full steam. 

In other words, where we might only produce 15,000 planes a year, 
the tooling was being provided for 50,000 planes a year in case there 
was an all-out war, and we needed them. Even that is an expensive 
proposition, to prepare for 50,000 planes and if God is good and we 
have peace, it may look foolish to have the ability to produce, to have 
the facilities for 50,000 planes and then not use them. 

I think that is cheap insurance to maintain our freedom. 


DISCUSSION OF PERCENTAGE OF PRICE INCREASES SINCE START OF 
KOREAN WAR 


Senator Fercuson. How much would you say percentagewise 
prices have gone up in regard to the implements of war since the 
day before the Korean incident? 

Mr. Wiison. I don’t know. In some lines they have gone up 50 or 
60 percent. 

Senator Fercuson. What about the metal and electrical goods? 

Mr. Wixson. In the metal goods you have one basic material—we 
know when the wage increase was granted in December. The price 
of steel generally across the board went up about 10 percent. 

Senator Corpon. However steel has gone up relatively less than 
any other single commodity used in the war, has it not? 

Mr. Wixson. I could not answer it. I would say it certainly has 
not gone through the ceiling as many have. 

Senator Corpon. Chiefly because we have a domestic production. 

Mr. Wiztson. Take woolen goods where you are dependent on 
a foreign supply of wool. That has gone right through the roof. 

Forty-five cents a pound is the price, roughly, of the cotton that is 
entering in the military orders today. 

Senator Ferauson. Has not Senator Cordon hit the nub of it, and 
where you have a civilian production they have to sell in the market 
through the civilians they cannot get as much from the Government 
and they do not increase their prices 

Mr. Wiison. It may be on some things. Frankly, Senator—and I 
am going to speak from the other side—when I used to sell the Gov- 
ernment, from the standpoint of making a profit, I would rather, as a 
manufacturer of hard goods, sell civilian than sell the Government. 
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Senator Ferauson. But there are certain companies where that is 
true, but there are a lot of companies that make really great sums out 
of the Government. You know that. ' 

Mr. Wixson. If | admitted that, then I might ask you, So why 
don’t you legislators do something ‘about it? Don’t let them do it; 
I would not let them. I do not know why they are permitted to make 

very much money out of it. 

Senator Ferauson. Here is the trouble: we go back to the days 
when some of these machine-tool makers put their children on the pay- 
roll at $25,000 a year. You do not get it away by taxes. Anytime 
you pass a tax law, then you have the evader of the tax law. How 
many of those people ever went to jail? 

We exposed that up in Michigan. The committee exposed it 
but the Federal Government did not indict them. 

Mr. Witson. I do not think it applies to the bulk of your produc- 
tion. It has been stated rather harshly, I think, that 100 or 200 
companic¢s did a tremendous percentage of the total business of supply- 
ing the Government its war matériel. Those companies have no 
opportunity that I know of to do that sort of thing. They are rene- 
gotiated and then what they have left is taxed out of them, and it 
should be. Please don’t misunderstand me. 

Senator Fercuson. You are dealing with a different kind of a com- 
pany. I can show you on our renegotiation hearings where com- 
panies took $50,000 a year just for jewelry, for presents, and $150,000 
for entertainment. And we talk about how we are going to keep 
these prices down. 

Every one of those dollars went into the price of these items. 

Senator Corpon. Why did they allow it in renegotiation? 

Senator Fercuson. The Government cannot even prosecute them 
for doing it. We held the hearings. We brought the testimony out. 

Senator Corpon. You need television. 

Senator Fercuson. The same people bragging about television 
were the ones who complained that it should not be used, that they 
were being pilloried by television. 

Mr. Witson. Maybe my experience as an industrialist was different 
but I want to tell you that the renegotiation job that was done on the 
company that I was then concerned with was a masterful job. They 
took everything but the gold in our teeth. 

Senator Fercuson. But the companies I am talking about were the 
ones that had influence in the White House. I could bring the record 
right in here and put it in this record. I realize what the company 
goes through that does not have the influence. 

It is like the gambler when he makes his tax return. They would 
not allow an honest man to put the same kind of a tax statement 
in. They would have many up before the court. 

Senator Corvon. Honesty is always penalized. 

Senator HaypEN. Please proceed, Mr. Wilson, with the balance 
of your statement. 


? 


TAX AMORTIZATION 


Mr. Wiuson. The production of military equipment calls for 
increased supplies of raw materials and increased capacity for direct 
and indirect military requirements. In order to expand productive 
capacity, the Congress has authorized the use of accelerated tax 
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amortization. Under this program, a large, medium-sized, or small 
business may seek to expand. 

The Defense Production Administration handles these aplications: 
and determines whether the proposed expansion is beneficial to the 
defense effort. 

Senator Corpvon. That word “‘beneficial’’ may cover a multitude of 
sins, like charity does. Right there is the biggest job, or one of the 
biggest we have in this program of expansion. I: they would go a 
little bit further than generalities and identify particular and essential 
benefits, I think the program can be justified and be sound. 

If they simply wave their hands and shrug their shoulders and say,. 
“Well, any production is beneficial,” then we are in for a lot of trouble: 
and for justified criticism. 

Mr. Wixson. I could not agree with you any more. Up to date the 
largest amount of this tax amortization business and the expansion of 
the facilities has been in steel and aluminum. There is no question 
in my mind that in spite of some differences of opinion that I am sure 
we would have had, if we took the time to examine every one of these 
things, the answer as to whether somebody should have gotten 76 per- 
cent amortization or 72 percent, I would guess, we would never: 
agree on. he 

In spite of all of those differences, I am convinced that the best 
thing for America to do was to go ahead with the expansion of steel 
and aluminum because the increased quantity of those two items alone 
would have a tremendous impact on civilian production by 1953. 

We will be able to keep it up to practically normal and at the same 
time we will be able to produce these and items for defense. Therefore,. 
it will help the over-all tax situation. It will help the pay-as-you-go 
effort that you legislators have been making. I think it is in the best 
interests of the country. 

Senator Corpon. I do not question that. I do not question but 
what the expansion in those two particular fields can be almost without 
inquiry determined not only beneficial but necessary for the defense 
effort. They are the two primary needs at the moment, but there are 
all of these fringe or marginal cases that ought to be most carefully 
looked into. 

Mr. Wixson. They are being looked into. Whether our judgment 
is 100 percent, | would not say, or whether it is 90 percent. There are 
some of them that are awfully hard to determine. I will admit that 
to you. I think a good job on the whole is being done. They have 
been awfully tough. 

Senator, I judge a little bit on the reaction I am getting from in- 
dustry because they are down or my neck every day in the week now 
just smashing into me on the ground that we are not giving them a. 
fair deal on the amount of amortization that maybe the boys are. 
doing a pretty good job for the taxpayers. 

Senator Feracuson. That is usually the test. 

Mr. Wirison. I think so. They are hollering louder than some. 
other segments of the economy now. I think that is a fair test. 

I might say we have not retreated from our position on any of them 
to date. 

Senator HaypEen. Please proceed. 

Mr. Wiuson. The certificates which are granted permit the de- 
preciation for tax purposes over a 5-year period of whatever per-. 
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centage of the cost of the facility the Defense Production Admin- 
istration authorizes. 

Under this program the capacity of industries supplying direct 
military requirements, such as steel, are being expanded. In order 
for this expanded steel production to become a reality, indirect, but 
nevertheless, essential productive capacity must also be expanded. 

Although coke ovens, refractories, and molybdenum may not be 
direct military supplies, steel cannot be produced without them. 
Through tax amortization plant expansion can be undertaken with a 
minimum of Government intervention and assistance and with maxi- 
mum benefit to the mobilization effort. 

In this area we are establishing tentative goals of total output so 
that capital expenditures for expansion can be held within expected 
requirements. 

Then, too, we must avoid a capital expenditure program which, 
by its very size, would lengthen the construction period and conflict 
with other important segments of the program. Although each new 
facility adds to the demand for materials in scarce supply, the expan- 
sion of facilities and provision for raw materials are very important 
to our long-range program. 


LOAN GUARANTIES 


Other aids to achieve increased defense production include the 
authority contained in the act under which certain agencies guarantee 
loans made to defense cortractors by private and public financing 
institutions. These loans are primarily for working capital in order 
to aid performance under specific defense contracts. 


DIRECT LOANS 


Direct loans may also be made under the act for the expansion of 
capacity, the development of technological processes and the explora- 
tion, mining, and purchase of strategic metals and minerals. 

The Office of Defense Mobilization has established certain general 
policies designed to coordinate these aids to production. 

We believe that the administration of financial aids, such as tax 
amortization, guaranteed loans, and direct loans, must be conducted 
so that uniformity may be achieved and duplication prevented. Direct 
loans should be reduced to a minimum and should be available only 
as a last resort. Industry must not be permitted to integrate at the 
expense of existing capacity or in excess of available materials. 


SOURCE OF DIRECT LOANS 


Senator Corpon. Do you have in your organization a division set 
up to make and service these direct loans, or are the loans made by 
some existing loaning agency of the Government? 

Mr. Wiuson. We have an organization that is set up to make the 
decision what will be done, whether a loan will be granted, and so 
forth, no matter where the money comes from. 

Senator Corpon. | am speaking of a direct loan from the Govern- 
ment. It must come from the Government. The question is, what 
agency of the Government would do the mechanics of granting the 
loan and the further{mechanics of servicing it after it is granted. 
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Senator FerGuson. I believe it is the RFC. 

Mr. Wixson. Yes. We would lend through them. 

Mr. Bereson. That is not necessarily so. Some of it is done 
through NPA. 

Mr. Wixpe. It is serviced and administered through existing 
Government fiduciaries, the NPA and the DPA which handles the 
money per se. 

Senator Corpon. What agencies of Government handle it? I 
asked the question because there-is considerable criticism at the 
moment directed at the RFC, 

Mr. Wixpe. On the loans it would be the RFC. 


CERTIFICATION OF LOANS 


Senator Corvon. If those loans are actually made by the RFC 
under authorization of the Defense Production Administration? 

Mr. Wivpe. Certification. 

Senator Corpon. Then some agency of Government should remain, 
should those who believe RFC should be completely wiped out pre- 
vail, some other agency of Government then must be set up to service 
over the lifetime of these loans all of the thousand and one details 
that go with servicing credits of that character. 

Mr. Witson. That is correct. 

Senator Ferguson. When you say you would certify such a loan, 
you determine whether or not a loan should be made and the amount? 

Mr. Wiison. And based on the purposes that have been laid before 
us and what we think the Government requirements are. 

Senator Ferauson. For defense production? 

Mr. Witson. That is right. 


CONVERSION PERIOD EMPLOYMENT PROBLEM 


In the process of mobilization we are increasing production and at 
the same time avoiding all-out conversion. In this effort we seek to 
hold dislocations to a minimum and thereby avoid throwing hundreds 
of thousands of men temporarily out of work. 

So far we have progressed according to schedule and temporary 
unemployment during the conversion period has been slight. Un- 
fortunately, this program cannot be 100 percent successful and there 
are and will be dislocations in some areas. 

In order to insure maximum defense production, it is essential to 
maintain a healthy and sound economy. If we build up our military 
supplies at an excessive rate, we might distrupt the economy to a 
degree that would seriously impede our ability to wage all-out war, 
if it should come. With the equipment we are ordering and with a 
sound and healthy economy the United States will be prepared to 
expand military production with sufficient rapidity to meet such an 
emergency. 

PRICE STABILIZATION 


Although the production program has been progressing fairly well, 
I cannot be quite as optimistic concerning our stabilization efforts. 
In order to maintain the strong economic base upon which we are 
building our mobilization program and to protect the dollars we earn 
or have invested, each of us must make sacrifices. These must, 
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of course, be shared as equally as possible, and in the long run will be 
to our individual interests as well as to the over-all benefit of the 
country. 

The general ceiling price regulation, issued on January 26, not only 
established a “‘freeze’”’ at high levels, but also created many inequities. 
The action taken was to meet an emergency—so that prices would 
not run away with us. 

Immediately after the freeze we started to adjust the inequities 
and directed some roll-backs. In some instances we used the formula 
of establishing prices at the level existing prior to the Korean out- 
break with adjustments for subsequent direct cost increases. 

Although these efforts have slowed the price spiral, they have not 
caused prices to decline as much as we would like. However, they 
have retarded the price trend that existed prior to price control. 

After 5 months of almost uninterrupted price increases, prices have 
been fairly steady at the wholesale level. Due to the lag between 
wholesale and retail prices this stability has not been felt to any 
appreciable extent in the retail market. Although the recent cost- 
of-living index shows a further increase in retail prices, we are hopeful 
that stability will soon be established in some additional areas. 

Of course, stability in over-all prices is difficult to achieve unless 
all basic commodities are subject to control. We are studying the 
entire problem of price controls and will recommend to you such 
legislation as we think may be needed to achieve effective stabilization. 


WAGE STABILIZATION 


In stabilizing wages, just as in stabilizing prices, all the inequities 
existing at the time the action was taken were frozen by the order. 
The Wage Stabilization Board proceeded to make some modifications 
relating to compliance with minimum wage laws, promotions, trans- 
fers, and the like. 

Thereafter , the problem of adjustments for the portions of labor 
which had not participated in wage increases during 1950 was con- 
sidered. The catch-up formula of increases up to 10 percent over the 
levels prevailing on January 15, 1950, was recommended to the 
Economic Stabilization Administrator by the public and industry 
members of the Board. 

The representatives of labor did not agree with the wage formula 
adopted by the majority of the Board and withdrew. Although this 
is not the way to settle differences and work out an equitable 
program, it is not history. The important thing now is to find a 
reasonable and workable basis for the composition of a board. which 
will function in this area. 

Although we appear to be making substantial progress in the 
mobilization effort, 1 am concerned about the effect of commendable, 
but I am afraid undue, optimism in this country. I do not wish to 
be an alarmist, but I must point out that the threat of communistic 
aggression still exists. 

Our problem is global, and is not tied to the proximity of the 
United Nations’ forces to the thirty-eighth parallel. ‘The successes 
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in Korea have been wonderful and we are all proud of our soldiers 
and the efforts of the other United Nations forces. 

In order to make the defense effort completely successful, we must 
have a stabilization program which will keep our economy strong and 
the dollar stable. To accomplish this, we need the voluntary, and 
wholehearted cooperation of the farmer, of labor, of business, and all 
other groups in this country. We cannot permit one group to avoid 
the impact of the defense effort and to shift the onus to others. All 
will feel it. We will do our best to make it as painless as possible, 
but‘only where it can be done consistently with the ultimate objective: 
a strong America, a healthy economy. 

Unless we attain stabilization, we will be gambling with the future 
security of our Nation by permitting prices, wages, and the cost of 
defense materials to rise uncontrolled. Such a course can result only 
in the economic collapse of our way of life and the ultimate victory 
of our enemies. I am sure once the American public realizes this, we 
shall be able to achieve the stabilization required to meet this problem. 

Senator Haypen. Are there any further questions, gentlemen? 

Senator McCieuian. You feel that the industrial mobilization 
and production mobilization is progressing very satisfactorily? 

Mr. Witson. I will never be satisfied with it. I think it is progress- 
ing very well. The quarterly report which the Office of War Mobiliza- 
tion will make and will have in your hands within the week will 
indicate that reasonably good progress is being made and is expected 
in the future. j 


PROBLEM OF ECONOMIC STABILIZATION 


Senator McC.etuan. But the stabilization program has not been 
as successful as you had hoped? 

Mr. Witson. I will admit it has been as successful as I believed it 
would be, but I think we have got a long way to go before it is an 
effective control, sir. 

Senator McCLe.ian. Can you give us any indication of how much 
longer, or how soon we may get it under such control as to be reason- 
ably satisfactory? 

Mr. Witson. If we can reestablish the Wage Stabilization Board 
and get some effective changes on the wage front, and if the plans 
that we have currently in the Price Stabilization Board for bet- 
ter holding Jof the line on certain prices, and particularly food 
prices, which represent 40 percent of the outlay of the workers’ costs 
of living, I really believe in the next 3 or 4 months we ought to see 
the slight turn-down. 

Senator McCietuan. May I ask you this: Is the settlement and 
the proper adjustment of this wage controversy the key to the future 
success of the program? 

Mr. Witson. Well, it is a very, very important factor. 

Senator McCreutan. In other words, we cannot accomplish the 
goal we seek unless that is satisfactorily adjusted? 

Mr. Witson. That is right. It is very important that that be 
settled. 

COST-OF-LIVING SITUATION 


Senator McCue.uan. Now, let us go beyond that a little. Speaking 
about food and the cost of living, have we made any progress toward 
controlling rising costs—the rising costs of food products? 
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Mr. Witson. Yes; I think there has been some progress made. At 
the wholesale level, and fur a period of 4 weeks, the rise which had 
continued for months in those prices has leveled off now, and the 
prices have leveled off. 

Senator McCievian. Do you anticipate a further increase in the 
cost of living as related to food? Do you think you have it under 
sufficient control now so that there will not be a material increase in 
the consumers’ cost of food products? 

Mr. Wiison. I hope we have. I don’t know that we have felt as 
yet the full effect of the increased prices of certain food items, whether 
we have felt the full force of that in the retail market as yet. I am 
not sure that there will not be some further increases. 

Senator McCue.uan. I say this, Mr. Wilson: That for this program 
to succeed, in my opinion, we have to accomplish that. The little 
fellow, the wage earner, particularly the white-collar worker—to use 
a concrete illustration, the mail carrier , the city mail carrier, and those 
folks—are complaining to me, and I assume with full justification, 
that they are in extreme distress. They have not had wage increases 
comparable to the increase in the cost of living. With food prices 
still rising, not only those of fixed incomes particularly, but even wage 
earners generally, are making that complaint. 

Until those prices are pretty well stabilized, I do not see how we are 
going to be able to effectively resist demands for wage increases. And 
certainly, as wage increases occur, the cost of production is affected, 
and thus the spiral ke eps going up. 

Mr. Wiison. That is right. 

Senator McCLEe.Lian. By the time a worker gets his wage increase 
and begins to get adjusted again, why, the cost of living rises above 
his income; and it is just a continuous spiral. 

Mr. Wixson. That is right. 


BASIC PROBLEMS AND PUBLIC ATTITUDE 


Senator McCLe.uan. I think we must get down to the base of two 
or three of these things. First, we must get wages generally stabilized 
and get the cost of food stabilized. We can, if necessary, invoke rent 
controls and a few other things. I think we must strike at this thing, 
otherwise the danger of inflation is growing; it is becoming more 
threatening. I am not saying you are not trymg. I am just com- 
menting on what seems to me to be basic. I know that there is a 
lot of objection to placing a ceiling price on raw food products on 
the farmer. I am not saying that that should be done. But there 
must be a way found to stop this continual rise in the cost of living. 
Once we do that, you are then in a position to say to labor: ‘‘Here is 
where it is.” 

Now, I realize, of course, that organized labor can go out and 
strike. But those strikes will not be supported by public sentiment 
if we can control the cost of living so that workers can live on the 
wages established for them. 

Now, I think you will find that this is true: It seems to me that 
the tendency of the wage earner is to say: ‘Well, if you want to 
increase taxes, that is all right, but I want the same amount of take- 
home pay, or at least an amount of take-home pay that provides me 
the same standard of living that I am accustomed to.” 
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The businessman takes the same position: ‘‘Well, the Government 
is going to increase taxes, and percentagewise I have to pay more 
taxes. Therefore, I will increase my profits so that after having paid 
taxes, I will still have as much profit left for dividends or for mdi- 
vidual profits as I had before.” 

All of that is a mechanism of this inflationary process, as I see it. 

Mr. Wixson. That is right; and it is a very complex thing. 

Senator McCLe.ian. That is true. 

Mr. Wrison. I am a Johnnie-come-lately on this, and I have only 
been here 90 days, and I admit I have not cured it. 

Senator McC Le.uan. Please understand that I am not making any 
complaints. I am just sort of analyzing the problem. 

Senator Haypgen. There is one angle of this thing that I would 
like to have explained. 

If we have a feeling of optimism in the country and the feeling that 
the danger we are in is very much less, the reaction to that would be 
then that we don’t have to prepare against the danger as we thought 
we had to. That would interfere directly with your program. But 
does that have this effect upon the public: If we are not in this danger 
and if we do not have to do these things, it is not necessary to demand 
more in the way of prices for the things we have. Is it having any 
effect on prices in that respect? 

Mr. Wiison. My guess would be that it is just the opposite. I 
would first like to say that I think there is a very real danger that there 
will be a false sort of optimism that will have an adverse impact on the 
whole defense program. If that wave of optimism, which I think is 
unjustified by the circumstances in the world today, ever sweeps the 
country, and there is a demand for the elimination of everything 
abnormal and for the elimination of the defense program to any degree, 
why, God help us. I think that would be a terrific mistake. 

Senator Haypen. The thought I had in mind is this: In the defense 
program, since the demand for goods and materials to properly prepare 
ourselves for defense, has caused the Government to go into the 
market to buy things, and thereby has created a greater demand than 
normal, if I had something to sell, I would.say: “‘The Government is 
out to buy this, and therefore I can ask more money for it, as long 
as I can get away with it.’”’ On the other hand, if I thought the 
Government was not going to buy as much of the thing that I have 
to sell, I would not expect to get as much for it, and I would not be 
demanding a high price. 

Mr. Witson. That is right. I think that has had an effect in some 
lines. Certainly, when people do not have to depend on the market 
places of the country, but have another great market in the form of 
the Government, to which they can sell their products, T have no 
doubt but that competition in that line is lessened. In certain lines, 
I think that is quite a factor. When Government buying is minimized, 


and when our sources of supply of materials has been increased and: 


we can step up the civilian production, then the old law of supply and 
demand will go to work again as it has always worked in my lifetime 
in industry, and prices will come tumbling down. 
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STEEL PRODUCTION 


Senator Tuyr. Mr. Chairman, I would like to ask Mr. Wilson a 
question at this point: Will this $51,000,000 supplemental appropria- 
tion increase or expand steel production? 

Mr. Wixson. No. 

Senator Tuye. Is any part of that $51,000,000 going to supplement 
the existing appropriations or to help expand steel production? 

Mr. Wiison. No, sir. This is for the administration of the Gov- 
ernment agencies, all of the Government agencies concerned with 
this defense program. 

Senator Tuyr. I am just looking at the supplemental sheet that 
lies here before us, the Presidential request. The one reason I have 
asked that question is that we have just commenced to feel the 
pressure of the reduction in steel allocations. 

Mr. Witson. That is right. 

Senator Ture. We have not felt the full impact of that as yet. 

Mr. Wrison: That is right. 

Senator Tuyr. I do not believe we have felt it in our small indus- 
tries, and they certainly have not felt it in the rolling equipment of 
our railroads; and in the congestion that the entire Nation will be 
faced with as we are unable to furnish the rolling equipment to move 
the freight. 

Senator Corpon. May I suggest, Senator, that the last portion of 
the item covers the matter that you are interested in, where the debt 
limitation runs up from $600,000,000 to $1,600,000,000. It is 
$1,000,000,000 that will be available. 

Senator Tuyr. The question occurs to me—a question with which 
I am vitally concerned, because we are just approaching the full effect 
of the so-called restrictive allocations—I take it then the request we 
have before us will, in some manner, aid in increasing the production? 

Mr. Witson. That is right. 

Senator Taye. And will enable us to break the present regulations 
which have been posted? 

Mr. Witson. That is right. 





RUBBER PROCESSING 


Senator Tuyr. I have come from a subcommittee hearing on the 
rubber question, where we heard some representatives of the small 
processors and the manufacturers of rubber equipment and rubber 
goods. I sat in those hearings for the third day. We realize, in 
listening to them—and they have concrete evidence of what is hap- 
pening to them—that they are going to suffer a reduction to a pcint 
where they might as well close their doors, because, if they do not do 
it, the banks will close their doors inside of 6 months because their 
operation will be such that their overhead will be greater than their 
revenues. 

Now, we are going to have to do something about that. This may 
not be the proper place to bring this question up, but information 
we seem to have gotten over there is that there are raw rubber supplies 
on the European Continent and that it is available. The Government 
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here is the purchaser of rubber, and this Government is not purchasing 
all the rubber that is offered for sale. Yet we are imposing restrictions 
that run as high as 53 percent on some of the processors. Now, you 
may disagree with me as to the 53 percent. I am specifically referring 
to one man who had an unjust base given him because they did not 
take into consideration some of his historical background and because 
he had just put his equipment into operation prior to the freeze. 
Now, if there is rubber to be obtained, it would seem highly advisable 
to me that, while we are faced with this shortage and the freeze orders, 
for this Government to go and buy some more rubber, or otherwise, 
reexamine their stockpile and determine whether we have accumulated 
enough rubber in stockpile so that we can announce that we have, 
because the minute we announce it this inflationary situation with 
respect to rubber prices will cave in like a balloon. 

Mr. Witson. I will reply off the record. 





DELAYS IN 
















WARTIME ECONOMIC STABILIZATION 





Senator Haypen. There is one final question I would like to ask: 

Congress was accused in the First World War of a failure, when it 
became evident that we were going to get into the war, of promptly 
enacting legislation and freezing prices and wages, everything, across 
the board. Instead of doing that, we went at it piecemeal and we did 
it by delegating authority, with the result that we had the inflation 
that came during the war. 

Now, again this time we have been accused of passing the buck, 
that is to say, that what we should have done, according to some of 
the authorities, is that immediately following the breaking out of the 
trouble in Korea, we should have taken the bit in our teeth and frozen 
prices squarely across the board. We did not do that. What we 
did was to pass the buck again. We delegated authority to somebody 
else to do it. Now, that job is yours. q 

Mr. Wixson. I did not come on the job until recently. Don’t 
give me all the tar now. I wasn’t on the job—I wish I had been. I 
think we would be further along. But anyway, we are trying to do 
the best we can. Remember that between June and December they 
went through the roof. 

Senator HaypEen. The blame is supposed to rest upon Congress for 
not placmg proper controls at one time. 

Senator McCietian. Mr. Chairman, the Congress went further 
than it was requested to go. The administration said that controls 
were not needed; and the Congress did go further than it was asked to 
go. It delegated authority to the administration to impose controls 
when it was concluded they were needed. 

Senator Haypen. I understand that. 

Senator McCLetxan. So not all of the blame rests on Congress. 

Senator Haypren. Do you think it would bave been a better pro- 
cedure for Congress, having the authority, to have exercised it and to 
have imposed the controls, and to then have left it to an administrator : 
to adjust matters afterward and to correct any equalities that might 4 
have existed? 

Mr. Witson. Well, I have never thought that through, and I have 
never paid much attention to what might have been done. I have 
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been a little busy with trying to straighten out what was on the scene 
when I got here. 


However, I cannot imagine you having frozen things in June, or 


soon after, because, after all, there was a lot of talk at that time—and 
I suppose Congress was affected by it—that we were only going to take 


10 percent of the production for war, and’so on. I don’t know whether 
you would have frozen the whole economy for 10 percent for war or 
not. 
Senator McC.Le.tuan. We all were advised at that time that this 
matter in Korea was just a “‘police action,” and that we were not 
going into a war. 

Mr. Wixtson. I remember reading about that. 

Senator Haypren. Mr. Wilson has completed his statement. Are 
there any further questions? 

Senator Corpon. I think Mr. Wilson has made a marvelous state- 
ment, and my good wishes go to him, along with my condolences. 

Senator WHerry. May I| ask a question? 

This $51,000,000 is for the balance of this fiscal year, is it not? 

Mr. Witson. Yes, sir. 


AMOUNT FOR ECONOMIC STABILIZATION AGENCY 


Senator Wuerry. Now, you list here the different organizations to 
which this $51,000,006 will be distributed? 

Mr. Witson. Yes, sir. 

Senator Wuerry. I am particularly interested in the Economic 
Stabilization Agency. Is a major portion of this amount to go to that 
Agency? 

Mr. Wixson. $29,000,000 of it. 

Senator WHerry. $29,000,000 or the $51,000,000? 

Mr. Witson. Yes, sir. You see, that was just a gleam in some- 
body’s eye at the time of the previous one. 

Senator Wuerry. That is right. What I would like to ask you 
is this: Would that be primarily for the administration purposes, of 
that agency? 

Mr. Wixuson. Yes, sir. 

Senator Wuerry. You are setting that up now throughout the 
country? 

Mr. Wixson. That is right. 

Senator WHerry. I have been down to see Mr. DiSalle two or 
three times, and he said that he was going to put in a request. I 
suppose this money now will start the organization for enforcement? 

Mr. Witson. Yes; on a Nation-wide basis. 

Senator Wuerry. So $29,000,000 of the $51,000,000 is for that 
organization itself? 

Mr. Witson. That is right. 

Senator Haypen. It might be well to place in the record at this 
point a breakdown submitted to the budget showing how this money 
will be spent. 

Mr. Witson. Yes; I think it would be a good idea to have that 


inserted in the record. 
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(The breakdown referred to is as follows:) 


THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


EXPENSES OF DEFENSE PropucTIoN, EXECUTIVE OFFICE OF THE PRESIDENT, 1951 


Funds available for obligation 





Estimate to 
Mar, 31, 1951 


1951 estimate 





Appropriation or estimate 


$30, 000, 000 


Obligations by activities 


Council of Economie Advisers - --_- 
Defense Production Administration 
Defense Transport Administration. 
Department of Agriculture 
Department of Commerce 
Department of the Interior 
Department of Justice 

Department of Labor 

Economic Stabilization Agency.._._.... 
Federal Security Agency cabats 
General Services Ad inistration. ‘ 
Housing and Home Finance Agency 
Contingencies 


ee I ee eee 


Estimate to 
Mar. 31, 1951 


$16, 000 
550, 000 
425, 000 
4, 325, 000 
7, 200, 000 
1, 790, 000 
14, 000 
573, 000 
9, 900, 000 
25, 000 
4, 400, 000 
224, 500 
1, 455, 500 | 





30, 000, 000 | | 


$81, 000, 000 


1951 estimate 


$16, 000 

1, 500, 000 
975, 000 

5. 810, 000 
17, 070, 000 
3, 590, 000 
149, 000 

1, 303, 000 
38, 000, 000 
1, 093, 000 
9, 500, 000 
538, 500 


1, 455, 500 | 


81, 000, 000 


Consolidated summary of obligations by objects 


Total number of permanent positions -__-.------ 
Full-time equivalent of all other positions. --- - 
Average number of all employees. - - - am 
01 Personal services: 
Permanent positions. 
Part-time and temporary positions hse 
Payment above basic rates 


Total personal services... ..- 

Travel. Sikes ‘ 
Transportation of things... ..........-..----.------------ 
Communication services 
Rents and utility services. 
Printing and reproduct it 
Other contractual services 

Services performed by other anes 
Supplies and materials a a= 
Equipment-_.- 7 
11 Grants, subsidies and contributions. 
15 Taxes and assessments.. es 
CHIE. cn gcnicwapatacawke Se 


02 
03 
04 
05 
06 
07 


08 
09 


Total obligations 


Fu +3 
Estimated 
| to Mar. 31, | 
1951 


14, 262 
134.1 | 
2,255.6 


} 


$9, 297,017 | 
412, 566 
315, itl 


“10, 0: 24, 977 | 
992, 822 
37, 637 | 
378, 845 
60, 813 

1, 000, 945 
3, 557, 524 
6, 281, 438 
573, 866 

5, 613, 351 


30, 000, ( 000 | 








Fiseal year 
1951 


29, 099 
200. 6 
7, 930. 4 


$36, 641, 566 

738, 366 
1, 927, 738 
39, 207, 670 
3, 471, 483 

158, 081 
1, 390, 179 

182, 225 
3, 550, 051 
4, 595, 839 
13, 880, 274 
1, 628, 028 
10, 268, 028 
1, 000, 000 

112, 642 


Additional 
requirements 
1951 


-_—_— 


$51, 000, 000 


Additional 
requirements 


550, 000 
1, 485, 000 
9, 870, 000 
1, 800, 000 


5, 100, 000 
312,000 





Additional 

| requirements 
| to complete 
year 


14, 837 
66.5 
5, 674.8 


$27, 344, 549 
325, 800 

1, 612, 344 
29, 282, 693 
2, 478, 661 
120, 444 
1,011, 334 
121, 412 

2, 549, 106 
1, 038, 315 
7, 598, 836 
1, 054, 162 
4, 654, 677 
1, 000, 000 
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Defense production activities—1951 employment 














Estimated staff Estimated staff 
Current employment (Mar. 31, 1951) | (Jue 30, 1951) 
Department or agency a inate nies ences eo —— 
’ 
meet Field | Totat |PePart-) picid | Total era Field | Total 
a re ee | — eee — = | punpemasien 
Council ef Economic Ad- 
Reo bos. an cnhse 5 |... 5 a, 10 | 10 : 10 
Defense Production Admin- | 
istration .......4-. 285 285 Ge Bocscae65 300 | 400 400 
Defense Transport Admin- | | 
istration. . -_. new 101 “sel 101 | | 143 | REP f= aqseyenl 159 
Department of' Agriculture _- 515 | 62 | 577 | 550 82 632 | 649 | 88 | 737 
Department of.Com merce - 1, 321 | 511 | 1,832 | 2,687} 1,070 | 3,757 6,115 | 1,800 |} 7,915 
Devartment of Fnterior. - - 380 | 12} 302] 484 34 518 | 666 88 | 754 
Department of Justice. __- sa sn Dae Oe 2, 33 | 33 | 60 | 93 
Department of Labor. .-. 78 | 189 | 267 | 235 379 | 614 | 235 | 379 | 614 
Economic Stabilization | | 
Agency ---. ‘ 1,049 | 1,495 2, 544 2, 079 6,063 | 8,142 | 3,266 | 15,000 | 18, 266 
Federal Security fieeeiee oP A eee 25 20 45 | 25 | 20 45 
General Services Adminis- | 
a oe ee 41 16 57 45 16 61 64 16 | 80 
Housing and Home Finance 
PEE 355 Leah eteubitesauan 1 sokans 1 | 7 | _ 7 | 26 | | 26 
Total employment_...| 3,776 2, 285 6,061 | 6,598 | 7,664 | 14,262 | 11,648 | 17,451 | 29,099 
i | | | ' 











Senator Wuerry. I am not particularly interested myself in how 
the money is distributed. I have complete confidence in Mr. Wilson. 
The thing I was attempting to get from the Chief was what progress 
Mr. DiSalle was making in setting up his organization. By that I do 
not mean to imply that I am condoning everything that Mr. DiSalle 
has said; but, on the other hand, if he is going to put price controls in, 
I do not see how he can enforce this freeze order at all. He is certainly 
having difficulty with that. He has to back off from that and put on 
price ceilings, or he has to do something; is that not so, Mr. Wilson? 

Mr. Witson. That is right. 

Senator Wuerry. I jist wanted to know what this money was for, 
and now I know that this $29,000,000 is for that particular agency. 

Mr. Witson. I said before you came in, Senator, that we had been 
trying very hard to get Mr. DiSalle a lot of good, high caliber people, 
because it is a terribly complex job, no matter how you look at it. We 
have succeeded in getting him a lot of very good people, and I think 
the effect of that within the organization is going to be felt in the 
policies that come through. 

Senator Wuerry. If thé Reconstruction Finance Corporation 
were to go out of the picture, what agency would you use for loans 
to get the production that you want in some lines? 

Mr. Wiuson. I don’t know. I wouldn’t know where to go. 

Senator Wuerry. Do you go through the RFC? 

Mr. Witson. That is right. 

Senator Wuerry. That is your big agency. In your judgment, 
would it be necessary to create another agency, or could you get the 
money through some other agency? 

Mr. Wiuison. I don’t know where we would go. I don’t know the 
Government routine well enough to know whether there is some other 
agency. 

Senator McC.ietian. It would be up to Congress to transfer that 
function to another agency. 
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Mr. Wixson. | presume that that is what you would normally do. 

Senator ELLENDER. It would be the same thing with a new manage- 
ment, and that could be accomplished through the new Reorganization 
Act. 

Senator McC.Letitan. You would have to take the name of the 
RFC from it in order to remove the stigma. 

Senator Ettenver. | do not believe that that would be necessary. 

Senator HaypEn. If there are no further questions, we will adjourn 
at this time until 10 o’clock tomorrow morning. 

(Whereupon, at 11:45 a.m., Wednesday, March 28, 1951, a recess 
was taken, the committee to reconvene at 10 a. m., Thursday, March 
29, 1951.) 





